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Bank Liquidity Regulations in Israel 


During the second half of 1960 and the early months 
of 1961, it became increasingly evident that the 
monetary stability achieved by Israel in 1959, and 
which continued into the first half of 1960, was no 
longer being maintained. In particular, there was a 
considerable acceleration in the rate of expansion of 
the money supply, which rose during 1960 by 21.3 per 
cent, to 1£880 million. 

There were two factors in the expansion of the 
money supply. The first was the large inflow of capi- 
tal, which was greater than the deficit in the balance 
of payments and led to an increase of some $90 million 
in the foreign exchange reserves. This development, 
although a favorable one, brought about inflationary 
pressure whenever the foreign exchange was converted 
into local currency. The Bank Leumi suggests that 
further inducements should be given to recipients of 
foreign exchange, especially those persons receiving 
German restitution payments, to leave the exchange 
on deposit in foreign currency accounts. 

The second factor was the expansion of bank credit 
to the public. This was of the order of I£140 million 
during 1960, but the pace increased and during the 
first two months of 1961 alone some I£60 million 
additional credit was granted. This was made possible 
in part by the reduction of the liquidity ratio to the 
legal minimum, in contrast to the end of 1960, when 
bank liquidity reserves were higher than the required 
minimum. (During March 1961 the pace slackened, 
however, and during April there was no expansion of 
bank credit.) 

The foregoing developments confronted the mone- 
tary authorities with the task of strengthening their 
powers to combat inflationary pressures, and in par- 
ticular to curb the expansion of bank credit to the 
public. Toward the end of 1960 the item “balances 
in transit” was disallowed in the computation of total 
liquid assets, thus in practice requiring banks to in- 
crease their liquidity ratio by 1 per cent. From the 
the beginning of the current fiscal year (April 1), 
new and more severe regulations have been introduced. 
The general bank liquidity ratio has been raised from 
58 per cent to 62 per cent (or from 68 per cent to 
72 per cent if the bank includes the difference between 
foreign currency assets and liabilities in its calculations 
of liquid means). At the same time, approved credits 
that are exempt from the liquidity regulations are to 
be permitted to rise from 20 per cent to 22 per cent. 


Thus, the liquidity ratio has in practice been raised 
from 38 per cent to 40 per cent. 

These changes in the regulations have created a 
considerable liquidity deficit for the banks. This will 
be termed the “permitted deficit,” and will not require 
an interest payment to the central bank but will be 
covered gradually as deposits increase. In practice, 
out of each additional unit of 1£100 deposited by the 
public in Israeli currency, a bank will be required to 
hold [£62 (virtually all of it with the Bank of Israel), 
from which I£22 may be granted for approved loans 
only. Of the remaining [£38, one half must go to 
reduce the “permitted deficit” and the other half may 
be loaned at the bank’s own discretion. Thus, the total 
credit that may be granted out of every 1£100 deposited 
has been reduced from I£62 to I£41. 

Moreover, fixed time deposits for periods exceeding 
18 months will cease to be exempt from the liquidity 
regulations. Any increase in such deposits will require 
to be matched by full liquidity, and existing fixed time 
deposits will be brought under the liquidity require- 
ments over the four years 1962-65. On the other hand, 
the regulation limiting credit volume to that of Novem- 
ber 1953 plus authorized additions has been revoked; 
this rule had for some time not been observed. The 
Bank Leumi states that the Israeli authorities are 
also considering the exclusion of the excess of foreign 
currency assets over liabilities from liquidity calcula- 
tions, which would considerably reinforce the strin- 
gency of the regulations. 

The Bank comments that, although the new liquidity 
regulations will not reduce the absolute volume of 
bank credit to the public, they should considerably 
reduce the pace of its increase; and as the rate of 
increase in bank credit is diminished the rate of 
increase in the money supply should also decrease. 
Nonetheless, success in the fight against inflation can 
be only partial if the sole weapon is monetary policy. 
The Bank Leumi therefore believes that new liquidity 
regulations, however severe they may be, cannot by 
themselves restore the economy to a more stable basis, 
and that there is a pressing need for the authorities to 
coordinate their economic and fiscal policies with the 
monetary measures they have already taken. 

Source: Bank Leumi le-Israel B.M., Review of Eco- 
nomic Conditions in Israel, Tel-Aviv, Israel, 
May 1961. 
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GATT Meeting on Cotton Textile Trade 


At its meeting on June 16 the GATT Council of 
Representatives considered a request by the U.S. Gov- 
ernment that a meeting of senior officials of countries 
substantially interested in the import and export of 
cotton textile products should be convened in the latter 
part of July, “with a view to reaching agreement on 
arrangements for the orderly development of the trade 
in such products, so as progressively to increase the 
export possibilities of less developed countries and 
territories and of Japan, while at the same time avoid- 
ing disruptive conditions in import markets.” 


It has now been decided that the meeting will be 
held in Geneva from July 17 to July 21, and the 
following Governments have been invited to take part: 
Australia, Austria, Canada,. India, Japan, Pakistan, 
Portgual, Spain, Sweden, the United Kingdom, the 
United States, and member states of the European 
Economic Community. The Commission of the Euro- 
pean Economic Community has also been invited. 


Source: GATT Press Release, Geneva, Switzerland, 
June 30, 1961 


IBRD Loan for Port of Calcutta 


Approval has been given to a loan equivalent to 
$21 million from the World Bank to the Commissioners 
of the Port of Calcutta. The loan is for a term of 
25 years and bears interest at 534 per cent per annum 
including the | per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will 
begin on May 15, 1966. The loan, which is guar- 
anteed by the Government of India, will help to finance 
dredges and other floating craft to maintain navigation 
on the Hooghly River approach to Calcutta, and equip- 
ment and works to improve the efficiency of the Port. 
The volume of cargo handled by the Port is now 
10 million tons a year and is expected to increase by 
about 3 million tons over the next four years. 


The loan will also finance the foreign exchange costs 
of a hydraulic study of the Hooghly River to help 
solve the problem of siltation in the river and to deter- 
mine the feasibility of establishing a deepwater satellite 
port farther down the river at Haldia to accommodate 
bulk cargo vessels. 


The total cost of the equipment, the study, and works 
included in the project is estimated at the equivalent 
of $31 million. The Bank loan will cover the foreign 
exchange requirements, and the local currency costs 
will be provided by the Commissioners of the Port 
of Calcutta. 


Bank for 
Press 
1961. 


Reconstruction and 
Release, Washington, 


Source: International 
Development, 
D.C., July 7, 


Europe 


U.K. Foreign Exchange Reserves 


The United Kingdom’s holdings of gold and con- 
vertible currencies fell by £47 million in June, to 
£990 million: the total decrease in the six months to 
June was £164 million. Two special transactions 
accounted for £7 million of the June decrease: £4 mil- 
lion was paid on outstanding debts to the EPU and 
£3 million in respect of servicing other debts. The 
foreign exchange markets, which had been quieter in 
April and May than in March (after the revaluations 
of the deutsche mark and the guilder), were again 
active in June, and sterling was under some pressure. 
This factor, the Times suggests, probably accounts for 
a significant part of the loss of reserves in June, which 
was greater than those in April or May. 


Source: The Times, London, England, July 5, 1961. 


Credit Measures in Norway 


The Bank of Norway has announced that, after 
discussions in the Joint Consultation Council, it has 
been decided that the credit policy measures taken in 
February this year (see this News Survey, Vol. XIII, 
p. 51) are no longer sufficient because of the continued 
boom conditions. The economic situation in Norway 
is characterized by a high level of activity, but the 
demand for goods and services for investment and 
consumption has increased more sharply than produc- 
tion. The labor market is very tight and unemployment 
is less than ever before. A further tightening of the 
labor market is expected, partly because of increased 
construction activity. Increased foreign competition 
has helped to prevent the pressure of demand from 
leading to appreciably higher prices, but the new wage 
agreements and the agricultural agreement may result 
in price increases. The pressure of demand has par- 
ticularly been reflected in the increased deficit on the 
current account of the balance of payments, which, for 
the period January-April 1961, was NKr 280 million 
($39 million) larger than in the same period last year. 
Exports of goods have increased by only 2 per cent 
compared with the same period in 1960, whereas 
imports have risen by 8 per cent. 


These developments have been accompanied by a 
sharp expansion of credit. In the period January- 
May 1961 domestic credits increased by NKr 960 mil- 
lion, almost 30 per cent more than in the same period 
of 1960; two thirds of this increase took the form of 
overdrafts and building loans. In addition, on May 31, 
1961 overdrafts and building loans granted but not yet 
utilized amounted to NKr 2,570 million, which may 
result in a further credit expansion during the coming 
months 
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The general rules in the credit agreement for 1961 
and in the supplementary agreement of February 16, 
1961 will remain in force except to the extent that 
they are changed by the following recommendations. 

The Joint Consultation Council recommends that by 
November |, 1961 the. commercial banks reduce total 
domestic credits to less than NKr 6,300 million. or 
by some 3.5 per cent compared with May 31, 1961; 
reduce granted overdrafts, excluding building loans, 
from NKr 4,455 million to less than NKr 4,200 million 
and maintain this level for the rest of the year; reduce 
the amount of building loans granted (which amounted 
to NKr 766 million on May 31) to less than 
NKr 650 million, not including building loans which 
will be taken over by the state housing banks; and 
increase their holdings of government and government- 
guaranteed bonds by at least NKr 15 million, to 
NKr 400 million, and maintain this level for the rest 
of the year. 


The individual savings banks should, by Novem- 
ber 1, 1961 and for the rest of the year, maintain 
credits at a level no higher than 7 per cent above the 
level for the same period in 1960; until the end of the 
year maintain overdrafts at a level not exceeding that 
of May 1, 1961; aim at reducing building loans granted 
to a level 5 per cent below that of May 1, not including 
building loans which will be taken over by the state 
housing banks; and increase their holdings of govern- 
ment and government-guaranteed bonds by 30 per cent 
of the increase in deposits which has taken place 
since May 1. 

The life insurance companies should increase their 
holdings of government and government-guaranteed 
bonds by NKr 20 million, in addition to the amount 
previously agreed for 1961. The date for fulfillment 
of this additional requirement will be agreed later. 

If these aims have not been achieved by November 1, 
1961, the banks are prepared to discuss the question 
of introducing deposit reserve requirements as sug- 
gested in the “framework agreement” of September 5, 
1960 (see this News Survey, Vol. XII, p. 565). 

The interest rate and commission for overdrafts of 
commercial banks will be raised from 5%2-5% per 
cent to 6 per cent, and the savings banks, which so 
far have not charged a commission, will charge a 
1 per cent commission in addition to an interest rate 
of 5 per cent per annum. These rates will also apply 
to building loans unless they are to be taken over 
by the state housing banks. 

The credit institutions will cooperate in preventing 
the interest rate on first mortgages on dwellings and 
farm buildings from exceeding 5 per cent, and in 
maintaining the interest rate for government bonds and 
other long-term bonds at the level prevailing on 
May |, 1961. 


For interest rates on term deposits, the banks have 
announced that from August 1, 1961, 6-month deposits 
will carry 2% per cent per annum (compared with 
2 per cent at present), 9-month deposits, 34% per cent 
(against 24% per cent), and 12-month deposits, 4 per 
cent (against 3 per cent). The minimum deposits 
received on these terms will be NKr 100,000. In the 
autumn of 1961, a new form of savings deposit on 
9 months’ notice with an interest rate of 32 per cent 
per annum will be introduced. 

Source: Bank of Norway, Press Release, Oslo, Nor- 
way, July 6, 1961. 


Swedish Treasury Bills 


In order to cover more satisfactorily the Govern- 
ment’s requirements for short-term funds between tax 
dates, the Swedish National Debt Office Has started to 
sell 5 per cent Treasury bills maturing on July 18, 
August 31, and on the fifteenth and the last day of 
each month from September to May. A new feature 
of this issue is that the holder may take repayment at 
any time between eight days before and eight days 
after maturity. Previously, the shortest bills have been 
for two and a half months, and the rates were 4% per 
cent for bills up to three months and 5 per cent for 
longer-term bills. 

This issue represents a new attempt to avoid borrow- 
ing from the Riksbank and to restrict further the liquid- 
ity of the banks, which for some time have had no 
idle funds to invest in Treasury bills. 
Source: Svenska Dagbladet, Stockholm, 

June 16, 1961. 


Liberalization of Finnish Exchange Control 


Partly as a result of the agreement between Finland 
and the European Free Trade Association (EFTA) 
becoming effective, and partly as a result of an easier 
foreign exchange position, the Bank of Finland has 
liberalized from July 1 an additional number of trans- 
actions in invisibles. 

According to the EFTA-Finland agreement, Finland 
is obligated to maintain a certain liberalization, and 
the new changes in the exchange control have been 
made in order to fulfill this obligation. The trans- 
actions include the chartering of foreign means of 
transportation, payments to travel bureaus, the pur- 
chase of foreign exchange for business travel, pen- 
sions, maintenance payments, etc. The possibilities for 
the transfer of capital and investment income, as well 
as for some personal capital transfers, have been en- 
larged. Moreover, an authorized bank, on behalf of a 
customer, may make transfers up to Fmk 5,000 for 
transactions not specified in the exchange control 
instructions. 

Also in connection with Finland becoming associ- 
ated with the EFTA, the global quota program for 1961 


Sweden, 
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has been increased by Fmk 3 billion, to Fmk 33 bil- 

lion. At the same time, the number of quotas applying 

to imports from the “Helsinki Club” countries has 

been raised from 33 to 47. 

Sources: Hufvudstadsbladet, June 27, 1961, and Bank 
of Finland, Press Release, June 29, 1961, 
Helsinki, Finland. 


Credit Expansion in the Netherlands 

In order to reduce somewhat the liquidity of the 
banks, the Netherlands Bank decided on April 22, 
1961 to increase the statutory interest-free cash re- 
serves, which the banks have to maintain with the 
central bank, by 1 per cent, to the maximum of 
10 per cent of the banks’ liabilities to the public. 
This measure, however, has failed to restrict credit 
expansion, as the banks repatriated, after the revalu- 
ation of the guilder, a large part of their short-term 
investments held abroad. The gold and foreign ex- 
change reserves of the Netherlands Bank have increased 
considerably in the past few weeks: the latest balance 
sheet in June showed these reserves at f. 6,100 million, 
an increase of f. 112 million. 

The commercial banks’ credits to the private sector 
increased by f. 400 million, to nearly f. 4 billion, in 
the first four months of 1961. In view of this develop- 
ment, the Netherlands Bank considers it necessary to 
take further measures to restrain credit expansion, and 
has started discussions with the commercial banks and 
the agricultural banks about the possible scope of such 
measures. It is expected that ceilings will be imposed 
on the volume of bank credits, in accordance with the 
1960 Credit Control Act. Should the banks exceed 
these ceilings, they will have to deposit with the central 
bank interest-free balances in addition to the statutory 
cash reserves. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 30, 1961. 


Middle East 
Cotton Trade Policy in Egypt (U.A.R.) 


A series of laws reorganizing the cotton trade in the 
Egyptian Region of the United Arab Republic was 
issued on June 21, 1961. The Alexandria futures 
market was closed on that date for an indefinite period. 
A reorganized Egyptian Cotton Commission (ECC) 
will become the central agent for cotton marketing, 
will buy cotton from producers and merchants in the 
interior at predetermined prices, and will sell it to local 
spinners and export firms at prices based on world 
market prices. The ECC purchase prices for the last 
two months of the current cotton season (July and 
August) are based on the closing prices on June 21, 
1961 in the Alexandria futures market. The purchase 
prices for the 1961-62 cotton season have been fixed 
at about 11 per cent higher per kantar than those 
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for July and August 1961 because of the change 
in the unit of transaction, from the current kantar 
(1 kantar = 44.9 kg.) to the metric kantar (1 kan- 
tar = 50 kg.). An additional LE 0.20 will be added 
for each metric kantar from January 1, 1962 until 
the end of the season. 

Cotton export firms will be regrouped as joint stock 
companies of U.A.R. nationality having a capital of 
at least LE 200,000 each, of which a minimum of 
35 per cent will be subscribed by a public economic 
organization. Cotton export firms are allowed one year 
to conform with the laws. In the meantime, the Gov- 
ernment will appoint a representative to the firms 
concerned, to assure that the decisions taken by these 
firms are in the public interest. 

Sources: Al Ahram, June 22, 1961, and Al Ahram 
Economique, July 1, 1961, Cairo, Egypt. 


Far East and Australasia 
Banking in India in 1960 


The Reserve Bank of India’s annual report, Trend 
and Progress of Banking in India During the Year 
1960, states that the total deposits of commercial 
banks increased by Rs 0.39 billion, to Rs 18.55 bil- 
lion; demand deposits increased by Rs 0.51 billion, 
while time deposits declined by Rs 0.12 billion. The 
figures are not comparable with those for 1959 (and 
earlier years), owing to an alteration in the treatment 
of counterpart funds arising under U.S. Public Law 480. 
These were formerly deposited with the State Bank of 
India; but since May 1960 fresh accruals are being 
deposited with the Reserve Bank, and beginning in 
July 1960 the deposits already with the State Bank 
are being transferred to the Reserve Bank in monthly 
installments of Rs 0.12 billion. However, even 
allowing for this adjustment, the true increase in 
total deposits in 1960 was smaller than in 1959, when 
it was Rs 2.53 billion (demand deposits Rs 0.19 billion, 
time deposits Rs 2.34 billion). 

During 1960, scheduled bank credit rose by the 
largest increase ever recorded, Rs 2.08 billion, com- 
pared with Rs 0.91 billion in 1959; the credit-deposit 
ratio increased from 52.2 per cent in 1959 to 62.5 per 
cent in 1960. On the other hand, the investments of 
the scheduled banks in government securities, which 
had increased by Rs 1.50 billion in 1959, decreased 
by Rs 1.57 billion, partly on account of sales against 
transfers of U.S. Public Law 480 funds to the Reserve 
Bank of India. 

During 1960 the Reserve Bank employed a variety 
of credit control measures in order to restrain monetary 
demand. For the first time, the Bank exercised its 
right to impose additional reserve requirements on the 
scheduled banks. From October 1, 1960, their recourse 
to the Reserve Bank was regulated by a three-tier 
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system of penal rates, and facilities for borrowing from 
the Reserve Bank under the Bill Market Scheme were 
also restricted in the slack season. The scope of select- 
ive credit controls was extended to unsecured advances, 
as well as to advances against shares and jute; but 
both the ceiling limits and the margins for advances 
against foodgrains were liberalized, and the control on 
advances against sugar was also relaxed. Simultane- 
ously, scheduled banks were required to adhere to a 
minimum lending rate of 5 per cent and to raise their 
average lending rate by % per cent. 

Source: The Hindu, Madras, India, June 21, 1961. 


Indian Exports of Engineering Goods 

During the four-month period January-April 1961, 
Indian exports of engineering products amounted to 
Rs 28.2 million ($5.9 million), compared with 
Rs 21.8 million ($4.6 million) in the same period of 
1960, an increase of 29 per cent. There were sub- 
stantial increases in exports to Pakistan, Egypt, Iran, 
Iraq, Singapore, Bahrein, Nigeria, and the Nether- 
lands. The commodities which showed an appreciable 
increase were steel slabs and sheets, copper sheets, 
brass sheets, galvanized iron products, crown corks, 
razor blades, steel furniture, tinplate containers, diesel 
engines and pumps, tea processing machinery, dry 
batteries, electrical accessories, and electric fans. 
Source: The Economic Bombay, 

June 10, 1961. 


Agricultural Production in India 

According to the latest information, the production 
of Indian foodgrains during the crop year ended 
June 30, 1961 amounted to approximately 78.5 mil- 
lion tons, compared with 71.8 million tons in 1959-60. 
This is a new record, the previous peak output having 
been 75.5 million tons in 1958-59. The production of 
rice alone is estimated at 33.7 million tons in 1960-61, 
and that of wheat at 10.5 million tons (see this 
News Survey, Vol. XIII, p. 165). Jowar and small 
millets also registered substantial increases, but the 
output of other cereals and pulses is expected to be 
considerably lower than in the previous year. 

Crops of groundnuts, sugar, and tobacco are likely 
to be larger than in 1959-60, but the output of raw 
jute, mesta, sann hemp, and other oilseeds is expected 
to decline—jute by as much as 12.6 per cent. 
Source: The Economic Times, Bombay, 

June 30, 1961. 


Bank of Thailand fo Rediscount Promissory Notes 
The Bank of Thailand announced its readiness, from 
May 8, 1961, to rediscount promissory notes issued 
by exporters against sales contracts. 
Source: Bank of Thailand, Notice to Commercial 
Banks, No. 6, Bangkok, Thailand, May 4, 
1961. 


Times, India, 


India, 


Central Bank of China 


The Central Bank of China was reactivated in Taipei, 
Taiwan, on July 1, 1961. Since 1949, when the 
Government retreated to Taiwan, all central banking 
functions had been delegated to the Bank of Taiwan, 
except for the supervision of banking and the collection 
of statistics. The Central Bank will now gradually take 
over those central banking functions which have been 
carried out by the Bank of Taiwan. Its organization 
comprises the departments of banking, the Treasury, 
accounting, issue, financial affairs supervision, the 
Office of the Secretary, and the office of economic 
research. However, the Bank of Taiwan will continue 
to issue new Taiwan dollar notes as an agent under 
the direction of the Central Bank. 

The Central Daily 
July 1, 1961. 


Source: News, Taipei, Taiwan, 


Reduction in Private Investment Plans in Japan 


The Ministry of Finance and the Bank of Japan on 
July 5 requested leading city banks to cut their pro- 
posed loans to enterprises so as to reduce investment 
in equipment to not more than 90 per cent of the 
original plans for the current fiscal year (which began 
on April 1, 1961). This measure was taken after the 
Economic Advisory Council expressed the view on 
July 4 that the present rate of private investment in 
equipment was excessive (see also this News Survey, 
Vol. XIII, p. 207). 

The official estimate of the probable increase in gross 
national product for fiscal 1961 (9.2 per cent in real 
terms) assumed that private investment in equipment 
would amount to ¥ 3,140 billion, about 10 per cent 
more than in the previous fiscal year. By contrast, 
present indications are that such investments now being 
planned would amount to more than ¥ 3,800 billion. 
The recent deterioration in the balance of payments, 
evidenced by the merchandise trade deficit of $800 mil- 
lion (c.i.f.) in the first half of 1961 (twice as great as 
in the corresponding period of 1960), is considered to 
have been due largely to the rapid expansion of private 
equipment investment. 

Sources: Nihon Keizai Shimbun, Tokyo, Japan, July 5, 
6, and 8, 1961. 


Indonesian Export Regulations 


The Indonesian Government introduced, effective 
June 1, 1961, two new regulations aimed at promoting 


exports. Under the first regulation, all exports have 
been classified into three groups, for each of which 
so-called “price targets or limits” will be fixed for a 
prescribed length of time. For rubber exports, which 
are included in Group I, the price targets will be fixed 
twice each week, while for all other commodities in 
this group, including copra and oil palm products, the 
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price targets will be fixed once a week. For Group Il 
commodities, including tea, coffee, tobacco, and petro- 
leum and all other mineral products, minimum prices 
will be fixed twice a month. For Group Ill goods, 
including various handicraft products, minimum prices 
will be fixed once a month. The price targets and 
minimum prices are legally binding upon all exporters. 
Under the second export regulation, the exporters 
are permitted to retain foreign exchange proceeds in 
excess of the price targets or limits fixed by the Govern- 
ment, and may use these proceeds, without reporting 
them, for importing capital and other goods to expand 
export production, and for making specified transfer 
payments. 
Sources: The British Chamber of Commerce in Indo- 
nesia, Newsletter, Djakarta, Indonesia, June 2 
and July 1961. 


Australian Banking Policy 


The Governor of the Reserve Bank of Australia, 

Dr. H. C. Coombs, has announced that the Statutory 
Reserve Deposit ratio for the major trading banks 
would be reduced by a further 1 per cent, to 13.5 per 
cent. The reductions in this ratio, which had stood at 
17.5 per cent in March 1961, have enabled the banks 
to meet the seasonal reduction in liquidity and to 
build up the level of their “free” liquidity. Dr. Coombs 
said that in recent months the banks have been encour- 
aged to increase their new lending in selected fields, in 
particular for housing and primary production. The 
reduction in inflationary pressure in the economy has 
now enabled the Reserve Bank to restore to the trading 
banks greater discretion in the allocation of loans. 
Banks have been asked to ensure that appropriate bank 
financing should continue to be available for housing 
and for export production in rural, mining, and manu- 
facturing industries. Within the limits of a moderate 
increase in their new lending, they may grant addi- 
tional accommodation on the basis of normal banking 
criteria, subject to continued observance of the follow- 
ing broad principles: (1) existing restraints should 
continue to be exercised in providing credit to finance 
imports and for hire-purchase and installment selling; 
and (2) finance should not be provided directly or 
indirectly for speculative - activities. 
Sources: Australian News and Information Bureau, 
Australian Daily News, New York, N.Y.., 
July 3, 1961; The Financial Times, London, 
England, July 3, 1961. 


Australian Wage Rates 


The Commonwealth Conciliation and Arbitration 
Commission has announced an increase of 12 shillings 
(Australian) in the Federal basic wage. This increase, 
which brings the total basic wage to £A 14 8s. Od. a 


week, will affect about two million employees through- 
out Australia. The last adjustment to the Federal 
basic wage was in June 1959 (see this News Survey, 
Vol. XIl, p. 8). 


Source: The Times, London, England, July 5, 1961. 


Western Hemisphere 


Loans by U.S. Government Agencies 
Joint Loans 

The Export-Import Bank of Washington (Exim- 
bank) and the Development Loan Fund (DLF) have 
recently announced two joint loans. On June 6, $4.25 
million was lent to the Government of E/ Salvador, to 
assist in the expansion and modernization of Ilopango 
International Airport in San Salvador. The Eximbank 
will provide $2.65 million to finance the U:S. costs of 
construction, installation of equipment, and project 
supervision, and the DLF loan of $1.6 million will fi- 
nance a major portion of the local costs of the project. 
On June 20, a loan of $9.1 million was made to the 
Government of Nicaragua, to assist in the construction 
of nine sections of Nicaraguan highway totaling about 
90 miles in length. The Eximbank will provide $2 
million for the procurement of road building and 
maintenance equipment from the United States, and the 
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DLF has approved a loan of $4.3 million, and a fur- 
ther allocation of $2.8 million, to be used to assist in 
financing local costs and some procurement from the 
United States. The DLF allocation consists of funds 
set aside for the future financing of about 77 miles of 
road construction work for which plans and cost esti- 
mates are not yet complete. 

Export-Import Bank Loans 


The Bank has announced the following loans since 
the middle of May: June 12, $2.5 million to Xelotex 
Industries, $.A., a private firm in Salonika, Greece, for 
equipping a fiberboard plant (repayable over seven 
years beginning in 1964); June 13, $6.5 million for 
Aluminio, $.A., of Mexico, to cover the dollar costs of 
purchasing U.S. aluminum smelter machinery and 
materials for,a new plant at Veracruz .(repayable over 
nine years commencing in 1963); June 19, $8.1 mil- 
lion to the Government of /ndia, for the purchase of 
two Boeing 707 commercial jet airliners for Air-India 
(repayable over seven years beginning late in 1962); 
June 20, $60 million to the Bank of Tokyo, Japan, for 
one year beginning August 1, 1961, for the purchase 
of raw cotton from the United States; June 22, $10 
million to the Banco de Crédito Industrial of Spain, 
for the purchase of U.S. industrial equipment and serv- 
ices which will help the economic development of 
Spain. 

Development Loan Fund Agreements 

The DLF has announced the signing of the follow- 
ing loan agreements: June 12, $1.75 million to the 
Sociedad Industrial Azucarera La Esperanza, S.A., of 
La Paz, Bolivia, for a sugar mill project; June 14, $5 
million to the Central Savings and Loan Bank of Chile, 
to assist it in supporting a nationwide system of new 
private savings and loan associations to foster home 
ownership; June 14, three loans totaling $14.8 million 
to agencies of the Government of Pakistan—$2.3 mil- 
lion to the East Pakistan Water and Power Develop- 
ment Authority to finance the foreign exchange costs 
of improving its dredge fleet, $6.5 million to the Gov- 
ernment for equipment to improve the service of the 
Pakistan Western Railway, and $6 million to the West 
Pakistan Water and Power Development Authority for 
the construction of a thermal power plant near Quetta; 
June 21, $3.2 million to the Government of Chile, to 
help build a fully equipped airport at Concepcidén; 
June 21, $40 million to the Taiwan Power Company, 
for the provision of about 75 per cent of the foreign 
exchange costs of the multiple purpose Tachien Res- 
ervoir project; June 23, $400,000 to the Nepal In- 
dustrial Development Corporation (NIDC) at Kat- 
mandu, Nepal, toward the foreign exchange costs of 
capital equipment needed for Nepal’s economic devel- 
opment (in addition to the DLF loan, the U.S. Govern- 
ment is making available the equivalent of $1 million in 


Indian rupees to the NIDC); June 27, two loans total- 
ing $10 million in Tunisia—$5 million to the govern- 
ment-controlled National Agricultural Bank of Tunisia, 
which will relend the funds to private individuals, 
firms, and cooperatives for imported materials and 
equipment needed for the production and processing 
of agricultural products, and $5 million to the 
government-controlled Société Tunisienne de Banque 
for the provision of medium-term and long-term capital 
to private and semiprivate industrial enterprises; 
June 28, $2 million to the government-owned Develop- 
ment Bank of Ethiopia, for relending to private bor- 
rowers for agricultural and industrial projects; July 5, 
$180,000 to the Atlas Engineering and Contracting 
Co., S.A., an Ethiopian corporation owned by USS. 
citizens, to help establish a sawmill and log-squaring 
mill at Hardim in Ethiopia. 
Sources: The Export-Import Bank of Washington and 
Development Loan Fund, Press 
Washington, D. C. 


Releases, 


Exchange Reform in Brazil 


On July | the Brazilian Government completed the 
transfer of all import payments to the free market. 
Wheat, petroleum, and certain other imports, which 
had previously received a preferential rate of exchange, 
are now subject to the free market rate. The Minister 
of Finance, Mr. Clemente Mariani, said the measure 
will provide the public sector with additional resources 
of Cr$20 billion annually. He described the reform as 
part of a long-range program designed to stabilize the 
domestic economy and correct the disequilibrium in the 
balance of payments. 

Source: O Estado de S. Paulo, Sao Paulo, Brazil, 
July 2, 1961. 


Destruction of Low-Grade Coffee in Brazil 


President Quadros has ordered the burning of gov- 
ernment stocks of commercially valueless coffee. The 
order, which may affect as many as 6 million bags of 
the estimated 40 million bags held by the Government, 
dramatizes the emphasis on quality in the new coffee 
program announced in May, and will lessen storage 
expenses, which now amount to several billion cruzeiros 
a year. In the 1961-62 crop year the Government will 
pay lower cruzeiro prices for the poorer grades in an 
effort to discourage the stockpiling of poor-quality 
coffee (see this News Survey, Vol. XIII, p. 191). 
Source: Brazilian Government Trade Bureau, Brazilian 

Bulletin, New York, N.Y., June 15, 1961. 


Cuban Sugar Production 


According to Mr. Menéndez, General Director of 
Sugar Mills of the Institute of Agrarian Reform, Cuba 
produced 6.5 million tons of sugar during the 1960-61 
season. This fell short of the 1952 record output by 
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700,000 tons but exceeded the output for 1959-60 by 
900,000 tons. 

Commenting on the Cuban sugar situation, Market 
Review (edited by C. Czarnikow Ltd. of London) 
points out that Cuban sugar exports have amounted to 
4.8 million tons since January 1961. This figure is, 
however, an estimate by market observers rather than a 
statement from official Cuban sources. It suggests that 
only 200,000 tons of Cuban sugar is now available 
for export to the world market, as the International 
Sugar Council authorized Cuba to export 5 million 
metric tons of sugar (see this News Survey, Vol. XIII, 
p. 192). An increase in quotas is possible if sugar prices 
rise. 

(Under the terms of Article 21 (1) (vi) of the Sugar 
Agreement, quotas would be immediately increased by 
22 per cent of basic tonnages if the prevailing price 
exceeded 3.25 cents per pound. A meeting of the 
Council would be necessary to determine whether 
quotas should be increased still further.) 


Sources: Diario Las Américas, Miami. 


June 27 and July 2, 1961. 


Florida, 


Dominican Reserve Bank Designated as Government Depository 
On May 18 Decree No. 6682 designated the Reserve 
Bank of the Dominican Republic as the depository for 
government funds. This Decree revokes Decree No. 
6577 of April 4 (see this News Survey, Vol. XIII, 
p. 144), which designated the Central Bank as the 
sole government depository. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., July 3, 1961. 


Jamaican Budget 


The Jamaican Government budget for the fiscal year 
ending March 31, 1962 estimates net operating ex- 
penditures at £30.4 million, £3.2 million more than in 
1960-61. Capital expenditure, at £11.6 million, is 
£1.3 million above that budgeted for 1960-61; it in- 
cludes development expenditures for highway and 
drainage projects (£2.4 million), agricultural projects 
(£1.6 million), the Agricultural Credit Revolving 
Fund (£0.5 million), water supplies and sewerage 
(£1 million), and housing (£0.9 million). 

Presenting the revenue side of the budget, the Min- 
ister of Finance said that the Government's three prin- 
cipal aims are to stimulate private investment, to check 
consumer spending, if necessary, and to safeguard 
Jamaica’s balance of payments position. 

Total current revenue is estimated at £34.9 million, 
which is £3.2 million above the estimate for 1960-61 
and leaves a surplus of £4.5 million. Capital revenue 
(royalties, land sales, loan repayments, and Colonial 
Development and Welfare Schemes) is estimated at 
£1.9 million, compared with £1.8 million in 1960-61. 
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The Government is expected to borrow about £4.5 
million during the fiscal year, of which £3.4 million 
will be obtained in overseas markets and approximately 
£1 million locally from Treasury bills. An additional 
£0.8 million is expected to accrue through increases in 
customs duties on imported liquors, radios, cigarettes, 
and pleasure boats, and increased excise taxes on rum 
and locally produced cigarettes. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., June 19, 1961. 
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